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OATH OR AFFIRMATION :

I, Martin J. Cohen , swear (or ufﬁm'l) that, ‘to the best of my knowledge und belief the
accompanying financial statements and supporting schedules pertaining to the firm of BALANCED

FINANCIAL SECURITIES CORPORATION as:of DECEMBER 31, 2006, are true and correct. | further

swear ( or affirm) neither the company nor any partner, proprietor, principal officer or director has

proprietary Interest in any account solely as that of a customeér, except as follows::

N
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! \ “ 4.
- ‘\‘-‘\;}* "!_“,"%;f’/}; ‘Signatur, |
- o 8 “.-"'\'6'[" N % |
S o et 2 PRESI IT |
Q}/z C Zg - :, July 13, 2008 _: - Title :

- Y N R -
Notary Public _‘ f, ........... \\\
 TEXAD: ARSI S T

This report** contains (check all applicuble bo:(é&i)"“‘\\ o

(a) Facing page.

(b) Statement of Financial Condltlon o R SR

(c) Statement of Income (Loss). |

(d) Statement of Changes in Financial Condition.: : |

(e) Statement of Chunges in Stockholder’s Eqmty or Purtners or Sole Proprietor's
Capital. I

(f) Statement of Change in Llablllties Subordmated to Clulms of Creditors.

(g) Computation of Net Capital. . -

i A Reconciilation, including uppropnute explanation, of the Computation of Net"
Requirements Under Exhibit A of Rule 15¢3-3."

with respect to methods of consolidation.. - ..~ = .77 e l‘ |
{) An Oath of Affiation. S |
{m) A copy of the SIPC Supplementul Report. 3
{n) A report describing any matenul inadequacies found to exust or found to have

existed since the date of the previous audit. . e

(o) Independent Auditors’ Report on Internal Accounting Control

. |

X OOX X OOXKK KRXXX

|
** For conditions of confidential treatment of certain portions of this filing, s!ee section

140.17a-5(e)(3).

(h) Computation for Determination of Reserve Requirements Pursuunt of Rule 15¢3-3.
(i) Information Relating to the Possession or control Requirements Under Rule 15¢3-3.

Capital Under Rule 15¢3-1. and the COmputatlon for Determmution of the Reserve

Up T lole 4

{k) A Reconciliation between the audited and unaudited Statements of qunclal Condition
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-INDEPENDENT AUDITORS’ REPORT

BOARD OF DIRECTORS
BALANCED FINANCIAL SECURITIES CORPORATION
ROCKWALL, TEXAS

We have audited the accompanying statement of financial

condition of BALANCED FINANCIAL SECURITIES CORPORATION as of

. December 31, 2006, and the related statements of income, changes in
stockholder's equity, changes in liabilities subordinated to claims
of general creditors, and cash flows for the year then ended that
you are filing pursuant to rule 17a-5 under the Securities Exchange
Act of 1934. These financial statements are the responsibility of
the Company's management. Our responsibility is to express an
opinion on these financial statements based on our audit.

We conducted our audit in accordance with auditing standards
generally accepted in the United States of America. Those
standards require that we plan and perform the audit to obtain
reasonable assurance about whether the financial statements are
free of material misstatement. An audit includes examining, on a
test basis, evidence supporting the amounts and disclosures in the
financial statements. An audit also includes assessing the
accounting principles used and significant estimates made by
management, as well as evaluating the overall financial statement
presentation. We believe that our audit provides a reascnable
basis for our opinion.

In our'opinion, the financial statements referred to above
present fairly, in all material respects, the financial position of
BALANCED FINANCIAL SECURITIES CORPORATION as of December 31, 2006,
and the results of its operations and its cash flows for the year
then ended in conformity with accounting principles generally
accepted in the United States of America.

Mooy, Lasoimd Qsssestoa

Hendricks, Graves and Associates, LLP

February 12, 2007
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BALANCED FINANCIAL SECURITIES CORPORATION

STATEMENT OF FINANCIAL CONDITION

- .~ DECEMBER 31,2007 '

ASSETS -

Cash SO L !
Deposit with clearing organization
. . ' }

Marketable Securities, at markét value

[ !
i

' [
LIABILITY AND STOCKHOLDER’S EQUITY

STOCKHOLDER’S EQUITY: . :
Common stock, 1,000,000 shares of $.10
par value authorized and 80,000

. shares ‘issued and outstanding ) S 8,000
Additional capital - | 70,869
Retained earnings , . 48,695

Total stockholder’s equity

The accompanying notes are an integral part of the financial statements.
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BALANCED FlNANCIAL SECURITIES CORPORATION

. - .. STATEMENT OF INCOME . .~ -

YEAR ENDED DECEMBER 31; 2006

REVENUES:
Commissions , ) 19,468
Investment gain _ 49,160

Total revenues

COSTS AND EXPENSES: .
Commissions 24,000
Rent - 7,200
Professional services 2,287
Regulatory fees L ) _ _ . ' 1,920

Total costs and expenses

NET INCOME

The accompanying notes are an integral part of the financial statements.
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BALANCED FINANCIAL SECURITIES CORPORATION

STATEMENT OF CHANGES IN STOCKHOLDER’S EQUITY

YEAR ENbED DECEMBER: 31, 2006:" !
~ |

|

|

CQMMON ADDITIONAL RETAINED .
— TOTAL

?TOCK CAPITAL EARNINGS - .
Balances at ‘ : | C
December 31, 2005 .3 ; 8,000 & 70,869 S 23,474 $ {102,343
Net income | - 33,221 | 33,221
_Stockholder diStribuLtions : I So{e 8,000) !: _8,000)
. 1 |
Balances at L $ .

The accompanying notes are an integral part of the financial statements.

.

December 31, 2006 $_ 8,000 S$__70,869 S 48,695 $ 127,564

'
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BALANCED FINANCIAL SECURITIES. CORPORATION

STATEMENT:OF CHANGES IN LIABILITIES SUBORDINATED

TO CLAIMS OF:GENERAL CREDITORS

YEAR ENDED DECEMBER 31, 2006

Balance at December 31,2008 . ih il s o
Increases . : : - -0-

Decreases - -0-

Balance at December 31,2006 S S S - ST o I

The accompanying notes are an integral part of the financial statements.
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BALANCED FINANCIAL SECURITIES CORPORATION

- STATEMENT OF CASH FLOWS -

YEAR ENDED DECEMBER 31, 2006

OPERATING ACTIVITIES:

Net income 5
Adjustments to reconc11e net loss ‘to net )
cash prov1ded by. operatlng act1v1t1es

Changes in operatlng assets and:liabilities?

Increase in deposit with
clearing organization
Decrease in franchise tax payable = |

PRGN P L PR L
cap et RT3 Daab

1

i

Net cash provided by operating qqtivities R AT e

INVESTING ACTIVITY: =~ !

I .
Increase in marketable securities owned-

F"WAN(HNGLACT“"TY {c .
Stockholder dlstrlbutlons ‘:ﬁ;f;;y;t

Decreaseincash - - . -~ 7.~

Cash at December 31,2005 -

Cash at December 31, 2006

The accompanying notes are an integral part of the financial statements.

!
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33,221 .
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BALANCED FINANCIAL SECURITIES CORPORATION

NOTES TO FINANCIAL STATEMENTS

YEAR ENDED DECEMBER 31, 2006

COMPANY: :

BALANCED FINANCIAL SECURITIES CORPORATION, incorporated on September 20,
1978, is a member of the National Association of Securities Dealers, Inc.
and operates as a broker- dealer in securities. ‘ﬂ' ‘All  customers'
securities, funds and accounts; are processed and carrled ,by correspondent
broker- dealers

SUMMARY OF SIGNIFICANT ACCOUNﬁNé POLICIES:

1. - Customers’ Securities and Commodities - Transactions - are :recorded on a

" settlement date basis with related commission income and expenses
recorded on a trade date basis. Securities and commodities
transactions of the Company are recorded on a trade date basis.

2. Cash - The Company considers  all short-term.:investments with an
original maturity of three months or less to be cash.

3. Secuﬁﬂes - Marketable securities are valued at market value . and
securities not readily marketable are valued at fair value as
determined by the Board of Directors. The: resulting difference
between cost and market {or fair wvalue) is included in income.

4. Income Taxes- The Company and the stockholder have elected to be taxed
under the provisions of Subchapter S of the Internal Revenue Code.
Accordingly, the financial statements do not include a provision for
federal income taxes because the Company doés not incur federal
income taxes. Instead, its earnings and losses are allocated to the
stockholder and are taxed based on his personal.tax strategy.

The Company incurs state franchise taxes, which are, in part, based
on net income, and the financial statements include a provision for
the state tax effect of transactions reported in the financial
statements.

5. Use of Estimates - The preparation of financial statements in conformity
with accounting principles generally accepted in the United States of
America requires management to make estimates and assumptions that
affect the amounts reported in the financial statements and

accompanying notes. Actual .results could differ from these
estimates.
(Continued)
-7-




BALANCED FINAI'\IJ:CIAL‘ SECURITIES CORPORATION

NOTES TO FINANCIAL STATEMENTS (CON‘"NUED)

1 .,\"' Sh

l, YEAR ENDED DECEMBER 31 2006

1

|

FAIR VALUES OF FINANCIAL INS'I_'RUMENTS:

The carrylng amounts of . assets :ini.the ‘balance :sheet. approxﬁnate fair

value. _ '
. R R o

. . L . §
A O S ] -
NET CAPITAL REQUIREMENTS: :

The Company is subject to the Securities and Exchange Commissicon Uniform
Net Capital Rule (rule 15¢3-1), which requires the maintenance of minimum
net capital and requlres that the ratio of aggregate 1ndebtedness to net
capital, both as defined, shall .not exceed. 15 to-1. At December 31,
2006, the Company had net capital of $110,009 which ‘was $105 009|1n excess
of its reguired net capltal of $5,000. The Company's net capltal ratio
wasOOtol

‘- . . O R A S S ST
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- INDEPENDENT AUDITORS’ REPORT OF SUPPLEMENTARY INFORMATION

'REQUIRED BY RULE 17a-5 OF THE SECURITIES AND EXCHANGE COMMISSION

1

BOARD OF DIRECTORS =i 5 < 5+ =i-5s 2
BALANCED FINANCIAL sscunmes conpommon R S
ROCKWALL, TEXAS. Lo L LT .’__.;:;:j.,'. PR

We have audited the accompanying financial statements of BALANGED

FINANCIAL SECURITIES CORPORATION as of and for the year ended December 31,
2006, and have issued our report thereon dated January 18, 2007. Our audit
was conducted for the purpose of forming an opinion on the basic financial
statements taken as a whole. The information contained in Schedules I and II
is presented for purposes of additional analysis and is not a required part of
the basic financial statements, but is supplementary information required by
rule 17A-5 of the Securities and Exchange Commission. Such information has
been subjected to the audltlng procedures applled in the audit of the basic
financial statements and, in our opinion, is fairly stated in all material
respects in relation to the basic financial statements taken as a whole.

S, Sroveosnd Uasoosles

Hendricks, Graves and Associates, LLP

February 12, 2007

Members: Americars Fastrrute and. Fexms Jc‘?czh‘{y-
‘c/ @&Mw/ Pubisc Accowuntants

’




BALANCED FINANCIAL SECURITIES CORPORATION.

COMPUTATION OF NET CAPITAL UNDER RULE 15¢3:1:

'OF THE SECURITIES AND EXCHANGE COMMISSION -

DECEMBER 31.:2006.

‘.

(See Independent Audﬂor:s' Report On Supplementary Iinformation.):

COMPUTATION OF NET CAPITAL:

Total stockholder's equity‘qﬁalified for net capiﬁal“-'~

Add: )
Other deductlons or allowable? crealts
Total capltal and allowable subordlnated llabllltles

Deductions and/ox charges: SN
Non-Allowable assets < :

Net capltal before haircuts on securltles p051tlons
Halrcuts on securities (computed where appllcable,
‘pursuant to rule 15c¢c3-1(f})

Net Capital

Ag_gfegated indebtedness ' .

(Continued)

{—-—; |
: T

I
|
IE‘:chedule |

l

: 127,564

127,564

e i b t— .*_F_T_v -

17,555

$__ 110,009

sl -0 -

.



Schedule |
BALANCED FINANCIAL SECURITIES CORPORATION.
. : ':II;!‘ . .
COMPUTATION OF NET CAPITAL UNDER RULE 15¢3-1
OF THE SECURITIES AND EXCHANGE. COMMISSION (CONTINUED)
DECEMBER 31;:2006
(See Independent Auditors’ Report On Supplementary Information.).
COMPUTATION OF BASIC NET CAPITAL REQUIREMENT:
Minimum net capital required (6 2/3% of totali;
aggregate indebtedness) ... .. ~5 o npiaie 5% Y B
Minimum dollar net capital' requirement~of-. ; .. i e
reporting broker or de_aler ‘ $___ 5,000
Net capital requirement (greater of above two St
.minimum. requirement amounts)’ S $__. 5,000
Net capital in excess of requlredmlnlmum : $_ 105 009
Excess net capital at 1000% $_ 110,009
Ratio of aggregate indebtedness to net capital © - 0 to 1
RECONCILIATION WITH COMPANY'S COMPUTATION:
Net capital, as reported in Company's Part II (Unaudited)
Focus report $ 110,009
Audit adjustments ' ‘None
NET CAPITAL - $__ 110,009

-11-
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Schedule 1l

BALANCED FINANCIAL SECURITIES CORPORATION T

COMPUTATION FOR DETERMINATION OF RESERVE REQUlREMENTS UNDER RULE 15¢3-3
| 1
OF THE SECURITIES AND EXCHANGE COMMISSION :
' f
i
" DECEMBER 31, 2006 I
[
(See Independent Auditors’ Report On Supplementary Information.) I
| |
EXEMPTIVE PROVISIONS | | l
s
The Company has claimed an !exemptlon from Rule. 15¢3-3 under section
(k) (2) (ii), in which all customer transactions are cleared through other
broker- dealers on a fully disclosed basis. ! l
Company's clearing firm: SWSl, Inc. ‘ l .
|
I ¢ | l
! I
|
| 1
|
. I
| i
!
| _ ! I
' s
i i
i
i i




BALANCED FINANCIAL SECURITIES CORPORATION
REPORT PURSUANT TO RULE 17a-5(d)

YEAR ENDED DECEMBER 31, 2006
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INDEPENDENT AUDITORS’ REPORT ON INTERNAL CONTROL

STRUCTURE REQUIRED BY SEC RULE 17a-5

BOARD OF DIRECTORS
BALANCED FINANCIAL SECURITIES CORPORATION
ROCKWALL, TEXAS ,

In planning and performing our audit of the financial statements and

supplemental schedules of BALANCED FINANCIAL SECURITIES CORPORATION, for the
year ended December 31, 2006, we considered its internal control, including
control procedures for safe-guarding securities, in order to determine our

- auditing procedures for the purpose of expressing our opinion on the -financial

statements and not to provide assurance on the internal control.

Also, as required by rule 17a-5(g) (1) of the Securities and Exchange
Commission (SEC), we had made a study of the practice and procedures followed
by the Company including tests of such practices and procedures that we
considered relevant to the objectives stated in rule 17a-5(g) in making the
periodic computations of aggregate indebtedness and net capital under rule
17a-3(a) (11) and for determining compliarnce with the exemptive provisions of
rule 15c3-3. Because the Company does not carry securities accounts for
customers or perform custodial functions relating to customer securities, we
did not review the practices and procedures followed by the Company in any of
the fellowing:

1. Making quarterly securities examinations, counts, verifications,
and comparisons and recordation of differences required by rule
17a-13. ' '

2. Complying with the requirements for prompt payment for securities

under Section 8 of Federal Reserve Regulation T of the Board of
Governors of the Federal Reserve System.

3. Obtaining and maintaining physical- possession or-control of all
fully paid and excess margin securities of customer as required by
Rule 15¢3-3. -

The management of the Company is responsible for establishing and
maintaining internal control and the practices and procedures referred to in
the preceding paragraph. In fulfilling this responsibility, estimates and
judgments by management are required to assess the expected benefits and

Members: Amerdvan Fnstitule and ‘%"zm'-(féa'dy-
‘0/‘ Ge/:d/‘wo/ Gublic Accourntants:




PAGE2 :
INDEPENDENT AUDITORS’ REPORT ON INTERNAL CONTROL
STRUCTURE REQUIRED BY SEC RULE 17a-5

related costs of controls and of the practices and procedures referred to in

the preceding paragraph and to assess whether those practices and p%ocedures
can be expected to achieve the SEC's above-mentioned objectives.

Two of the objectives of internal control and the practices and procedures are
to provide management with reasonable, but not absolute, assurance that assets
for which the Company has responsibility are safeguarded against loss from
unauthorized use or disposition and that transactions are executed in
accordance with management's.authorization and recorded properly to permit the
preparation of financial statements in conformity with accounting. principles
generally accepted in the United States of America. Rule 17a-5(g) lists
additional objectives of the practices and procedures listed in the preceding
paragraph. : .

{

Because of inherent limitaéions in internal control or the practices and
procedures referred to above, error or fraud may occur and not be detected.
Also, projection of any evaluation of them to future periods is subject to the
rigk that they may become inadequate because of changes in conditions or that
the effectiveness of their design and operation may deteriorate.

Our consideration of internal control would not necessarily disclose all
matters in internal control that might be material weaknesses under 'standards
established by the American Institute of Certified Public Accountants. A
material weakness is a condition in which the design or operation of one or
more of the internal control components does not reduce to a relatively low
jevel the risk that misstatements caused by errors or fraud in amounts that
would be material in relation to the financial statements being audited may
occur and not be detected within a timely period by employees in the normal
course of performing their assigned functions. However, we noted no matters
involving internal control, iﬂcluding control activities for safeguarding
securities, that we consider to be material weaknesses as defined above.

We understand that practices and procedures that accomglish the
objectives referred to in the second paragraph of this report are considered
by the SEC to be adequate for its purposes in accordance with the Securities
Exchange Act of 1934 and related regulations, and that pracﬁices and

procedures that do not accomplish such objectives in all materiall respects .

indicate a material inadequacy for such purposes. Based on this understanding
and-on our study, we believe that the Company's practices and procedures were
adequate at December 31, 2006, to meet the Commission's objectives.

This report is intended solely for the information and use of:the Board
of Directors, management, the SEC, .the .National..Association. of Securities
Dealers, Inc., the New York Stock Exchange and other regulatory agencies which
rely on Rule 17a-5(g) under the Securities Exchange Act of 1934 in their
regulation of registered brokers and dealers and is not intended to be used by
anyone other than these specific parties.

}

Hendricks, Graves and Ass?ciutes, LLP

February 12, 2007 = - ‘- 5
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